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Abstract 
 
Business groups are a special type of enterprise systems existing in almost every 
emerging economy, and act as the microeconomic agents of industrial growth in many 
successful late-industrialising countries in the 20th century. Because the groups are 
important and pervasive, a large number of related researches have been undertaken 
from different disciplinary angles, such as economic and sociological views. Despite 
these abundant studies, little attention has been paid to the dynamic nature of the 
business group strategies. Focusing on the longitudinal studies on the evolutionary 
patterns of two different strategies in three Taiwanese business groups during the 
institutional transitions, this research integrates the static views of group strategies 
and advances the understanding of the coevolving institutional and business dynamics. 
The findings not also support Peng’s hypothesis that the group strategies will move 
from relationship-based to market-based model as the institutions modernise, but also 
propose that this evolutionary pattern is irregular due to the dynamics of institutional 
changes. Furthermore, the evidence indicates that the relationship-based strategy may 
become more important when the uncertainty of institutional environment intensifies, 
but may turn invalid when a dramatic change takes place in the political regime. 
Overall, this article contributes to the literature on the dynamic relationship between 
business group strategies and institutional environment over time.  
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1. Introduction  
 
1.1 Research background 
    Business groups are a special type of enterprise system existing in almost every 
emerging economy (Goto, 1982; Granovetter, 1995). With extensive 
inter-organisational connectivity, business groups usually play a crucial role in the 
economies where they operate in (Chung, 2006). They produce a high portion of GNP, 
stimulate the economic growth, and create considerable employment. As Amsden & 
Hikino (1994) indicated, in many successful late-industrialising countries in the 20th 
century, business groups have acted as the microeconomic agents of industrial growth.  
Due to their pervasiveness and significance in emerging economies, substantial 
attention has been paid to the emergence and development of business groups.  
 
The scholars explore the emergence of business groups from different 
disciplinary angles. In economic view, some economists argue that market failure and 
transaction cost savings are the primary reasons for the emergence of the business 
groups (Leff, 1976; Aoki, 1984, Ghemawat & Khanna, 1998, Khanna & Palepu, 
1999), whilst some political economists emphasise the potential role of government 
policy (Cumings, 1985; Wade, 1990; Evans, 1995). Not to be outdone, a number of 
sociologists (Granovetter, 1995; Chung, 2001; Whitley, 1992; Hamilton et al., 1989; 
Orrù et al., 1997) see business groups as embodiment of social networks and 
institutions rather than as outcome of political or economic processes.  
 
Similarly, these diverse perspectives are applied to the researches on the 
strategies of business groups in emerging countries, especially in Asia (Wright et al., 
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2005). Given the constant change in Asia (Peng & Zhou, 2005), the influence of 
institutional contexts on the strategies in these economies has to be taken into account. 
As argued by a large number of researchers (Hoskinsson et al., 2000; Khanna & 
Palepu, 1999; Carney, 2004; Kim et al,, 2004; Peng, 2002; Scott, 1995), the 
corporations and their strategies in developing economies are strongly influenced by 
its institutional contexts. However, the strategies are not static, nor are institutions. 
“Although institutions serve both to powerfully drive change and to shape the nature 
of change across levels and contexts, they also themselves change in character and 
potency over time”(Dacin et al., 2002:45). Therefore, the dynamics of the relationship 
between the strategic choices and institutional contexts should be further examined.  
 
A model proposed by Peng (2003) theorised that as emerging economies undergo 
institutional transition, individual businesses will increasingly adopt Western-style, 
market-driven strategies, and move away from any relationship-based transaction 
based on strong personal or political networks. Nevertheless, this suggested evolution 
may be too simplistic to generalise the relationships between the institutions and the 
businesses in emerging economies (Carney 2004). For example, it is debatable that 
whether market-based exchange is realistic in Asian countries characterised by 
relational embeddedness; there is also evidence on the embeddedness of the strategic 
networks in the developed economies with well-established market institutions. Given 
such insufficiencies of the abovementioned model, the evolutionary patterns of 
institutions and business strategies and the dynamic interplay between them needs to 
be further examined (Peng & Zhou, 2005).  
 
Although Peng & Zhou (2005) proposed a concept intermediate phase between 
the early and the late phases of the evolution, it may be still unable to comprehend 
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such dynamic relationships between the group strategies and institutional contexts. As 
a result, to improve the understanding of how the strategies evolve with institutional 
transition, it is logical to undertake a longitudinal study on the co-evolution of 
institutional and business dynamics in an emerging economy.  
 
1.2 Research Questions 
The primary aim of this study is to identify how the strategies of business groups 
in emerging economies coevolve with the institutional transitions. In order to explore 
the co-evolution of institutional and business dynamics, the longitudinal study focuses 
on the evolutionary pattern of strategies that business groups adopt during 
institutional transitions. An essential analytical part of this study will therefore 
examine each group’s strategies in different stages of institutional development, and 
compare the findings from three business groups to propose several propositions to 
answer the following research questions: (1) how do the strategic models of business 
groups evolve during institutional transition? (2) How do the institutional contexts 
influence the evolutionary pattern of group strategies? (3) Under what condition does 
Guaxi (relationship) become more important for business groups in the institutional 
transitions?  
 
Firstly, despite the fact that a large number of scholars argue that the business 
groups will gradually turn to market-based strategies from relationship-based model 
when the institutions modernises, it remains arguable that whether the strategies move 
evolve like this way (Carney, 2004). As a result, this study attempts to seek more 
evidence on how the business strategies evolve during the transitions.  
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As mentioned above, because the institutional developments have significant 
influence on the evolutionary pattern of group strategies in emerging economies, this 
study focuses on the coevolving institutional and business dynamics. Thus, the second 
question is to explore how the evolutionary pattern of group strategies influenced by 
institutional transitions.  
 
Moreover, Guaxi (relationship) does play an important role in the business 
groups during the market-oriented institutional transition (Chung, 2005), but it is still 
questionable that what circumstance will increase the importance of Guaxi 
(relationship), particularly during the institutional transitions. The third research 
question intends to address this issue.  
 
1.3 Dissertation Structure 
This structure of this dissertation involves six sections, which are introduction, 
literature review, methodology, case studies, theoretical propositions and discussions, 
and conclusions. As described above, the first section introduces the motivation and 
background for the present study, research questions, and the structure of this paper. 
The remaining of this dissertation is structured as followed:  
 
The following section provides a clear overview of diverse theoretical notions 
which surround the studies of the business groups and their strategies in emerging 
economies, especially in Asian contexts. In the third section, an overview of the 
methodology used in case study is outlined. The data source, case selection, research 
design are described in this section. Section four introduces the development of 
institutional environment in Taiwan, and integrates this development into the case 
studies on the strategic choices of three Taiwanese business groups. In the next 
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section, a discussion undertaking the comparison of three cases and a few theoretical 
propositions to answer these research questions are presented. In the concluding 
section, I summarise the major findings, discuss the implications, and propose the 
limitations and directions for future study.  
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2. Literature Review 
 
2.1 Definitions of business groups 
Business groups exist throughout the world. Such organisational form plays a 
dominant role for managing large businesses in developing countries and even in 
some developed economies (Khanna & Yafeh, 2007). Despite the fact that the names 
of business groups are diverse in different countries and regions, e.g. “grupos 
ecomomicos” in South American countries, “business houses” in India, “keiretsu” in 
Japan, “chaebol” in South Korea, “qiye jituan” in china, and “guanxi qiye” in Taiwan 
(Granovetter, 1994), they share a few broad similarities in terms of their 
characteristics. For example, business groups usually pursue unrelated product 
diversification but manage all of their businesses under centralised control (Chang 
2006, Cuervo-Czzurra, 2006; Khanna & Yafeh, 2007).  
 
However, not all of the characteristics are so distinctive as to distinguish business 
groups from other types of organisational forms, and thus it is essential to identify the 
unique characteristics of business groups and then derive the definition. Yiu et al. 
(2007) note there are only two distinct features which can be used for this purpose.  
 
The first one is that the affiliates in a business group are bound together by a 
variety of ties, such as cross-holding, interlocking directorates, loan dependence, 
transaction of intermediate goods, and social relationships (Goto, 1982). In particular, 
the reliance on social relationships is a unique feature that differentiates business 
groups from other organisational forms in North America such as multinational 
enterprises or holding companies which are characterised by economic ties rather than 
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social ties (Yiu et al., 2007). The second characteristic of business groups is that there 
is a core entity with the mechanism of exerting administrative and financial control 
over affiliated firms (Leff, 1978) or driving managerial coordination among member 
firms (Khanna & Rivkin, 2001). Similar to the concept of central role in the network 
in social network theory, the core entity has greater autonomy and authority to control 
the resources and information among the entire network (Burt, 1983). This entity can 
be a financial investor (e.g. Japanese keiretsus) or the founder who is either from 
family group (e.g. Indian house, Korean chaebol) or from state-own enterprise (e.g. 
Chinese qiye jituan). This central power differentiates business groups from other 
horizontal types of networks in which member firms are not subject to the instructions 
from any specific core entity.  
 
Until now, a range of definitions have been proposed in related researches, and 
there has not been a consensus of the definitions about business groups. For example, 
Granovetter (1994) adopted a broad perspective, which considered business groups as 
“collections of firms bound together in formal or informal ways, characterised by “an 
intermediate level of binding—excluding a set of firms bound merely by short-term 
strategic alliances and a set of firms legally consolidated into a single one”. 
Ghemawat & Khanna (1998) also broadly defined a business group as “an 
organizational form characterised by diversification across a wide range of businesses 
through familial control”. On the contrary, Guillén (2000) employed a more narrow 
definition by setting three conditions, including (1) being active in a wide variety of 
industries, (2) operating under somewhat unified entrepreneurial guidance and going 
beyond alliances among otherwise independent firms, and (3) falling short of 
constituting a fully integrated organizational structure.  
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    Despite the inconclusive definitions, two distinct characteristics mentioned 
above may be used as the criteria to distinguish business groups from other classical 
types of business organizations and give a more clear definition in this paper. Based 
on the features, business groups can be referred to as “a collection of legally 
independent firms that are bound together by persistent multiple ties, including 
ownership, economic means (such as inter-firm transactions), and/or social relations 
(family, kinship, friendship) through which member firms are under centralized 
control by a core entity so as to coordinate to achieve mutual objectives (Granovetter, 
1995; Khanna & Rivkin, 2001; Leff, 1978; Yiu et al., 2007). Such definition provides 
a rough but sensible idea of business groups, and thus it is gradually accepted by 
recent researches (Yiu et al., 2007).  
  
2.2 Two main perspectives of business groups 
     Although business groups are also present in more industrialized countries like 
Sweden, Germany France, and Japan, it is much more widespread in almost every 
emerging economy (Gotto, 1982; Granovetter, 1995). Business groups usually 
contribute high portion to the GNP and produce substantial employment, and thus 
usually play a central role in the developing economies in which they operate. As a 
result of such significance, there is a growing interest in the studies of business groups. 
According to Yui et al. (2007) these researches on business groups are undertaken 
from four theoretical perspectives, including “transaction cost theory and external 
market conditions”, “relational perspectives and social relationships”, “political 
economy perspective and political-economic factors”, and “agency theory and 
external monitoring and control systems”. However, the mainstream of these 
researches centres on the first two views, namely, economics and sociological 
perspectives (Cuervo-Czzurra, 2006).  
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    In terms of economic view, the reason for the existence of business groups are 
based on transaction cost (TC) theory originated from Coase (1937) and Williamson 
(1985). According to TC theory, organisations and markets are two alternative 
mechanisms for the exchange of goods and services, managers have to choose the 
organisational structures which may generate lower transaction costs in certain 
external market conditions (Teece, 1981). In developed countries with 
well-established market institutions, the transaction can be efficiently carried out 
through better market information circulation, solid contact enforcement, and external 
control systems. Consequently, it is more reasonable for the firms operating in 
advanced economies to adopt market mechanisms rather than hierarchically 
organisational structures when they undertake transactions. On the contrary, the 
imperfect market institutions in emerging economies force the firms to make different 
decisions from their counterparts in developed economies. Khanna & Palepu (1997) 
argued that overall transaction costs in emerging countries are higher than those in 
developed economies because there exist “institutional voids” which may lead to 
inefficient product, labour and capital markets, inadequate information circulation, 
inappropriate government intervention, and ineffective legal infrastructure for contract 
enforcement (Yui et al., 2007). To reduce the transaction costs and improve the 
efficiency of business operation, firms in such environment will turn to the 
administrative processes within organisational hierarchies. Therefore, the special 
organisational form, “business group,” emerges and acts as a substitute for these 
missing market institutions in emerging economies. Through such internal markets 
and internal transaction mechanism, such organisation can mitigate the potential 
damage they may suffer from the deficient institutions.  
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In the sociological approach, the scholars argued that business groups emerge 
from particular ethnic solidarities, from specific sets of authority relations that can be 
traced into the distant past, from historical accidents resulting in the presence or 
absence of sufficient capital to establish business groups. All these prior factors 
supposedly create an economy that is presumed to act economically without any 
economic content added (Feenstra & Hamilton, 2006). Granovetter (1985) also argued 
that the organisation of an industry or an economy reflects the social organisation of 
its participants. Therefore, the ongoing interaction and the underlying embeddedness 
among those economic participants should be highlighted in the studies of business 
groups.      
 
 Unlike TC theory proposing that the transaction is carried out by way of 
seeking lower costs, the social view believes that economic exchange is more likely to 
be guided by the social institutions, which are influential for the general patterns of 
trust and cooperation between people, and for the interpersonal and 
inter-organisational actions (Yiu et al., 2007). In other words, the way to organise 
economic exchange is not only determined by economic rationale (Granovetter, 1995) 
but also by social factors such as symbolism, legitimacy, prestige, power that occur in 
the relationships between different parties. Consenting to this argument, Yui et al. 
(2005) noted that the affiliates in business groups are bound by both economic and 
social ties. As a result, the relational perspective may provide more insights of the 
business groups (Chung, 2001; Hamilton & Feenstra, 1995; Luo & Chung 2005) to 
increase our understanding of other complex phenomena, e.g. why inter-firm 
arrangements within groups vary across societies and how the groups are shaped by 
the different regional contexts (Yiu et al., 2007).  
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Although both the economic and sociological perspectives are able to partly 
grasp the nature of business groups in emerging economies, neither of them can solely 
explain business group phenomena in emerging market. Yiu et al. (2007) believed that 
each of these views offer reconcilable, complementary, and relatively comprehensive 
understandings of external contexts that influence internal functioning of business 
group. Feenstra & Hamilton (2006) also argued that both perspectives only can 
provide partial explanation for the business groups in emerging economies. Therefore, 
some scholars have recently turned to take a different theoretical approach with a 
view to pursuing a more comprehensive and integrated framework of business groups 
in emerging economies.  
 
2.3 Another perspective: Institutions and institutional transitions 
    Institutions are “the rules of the game in a society or, more formally, are the 
humanly devised constraints that shape human interaction” (North, 1990). More 
specifically, institutional frameworks are made up of both formal and informal 
constraints, including formal rules (laws, regulations) and informal constraints 
(customs, norms, cultures). Scott (1995) defined institutions as underlying structures 
or systems in term of three pillars (cognitive, normative, and regulative), and argued 
that such institutions can provide stability and meaning to social behaviours (Peng, 
2002). In business contexts, institutional framework can be viewed as the set of 
political, social, and legal system that may influence all business activities, such as 
production, exchange, and distribution. Therefore, adding institutional factors into the 
studies of business groups may provide more insights than what economic or 
sociological views solely do.  
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    In the past literature, the dynamic relationship between organisations and 
institutions is overlooked, because the Western style market-based institutional 
framework has usually been taken for granted in most of the researches (Peng, 2002). 
In fact, all kinds of firms are inherently affected by the formal rules or informal 
constraints in the institutions in which they are embedded. Institutional frameworks 
will interact with organisations by signalling which choices are acceptable and 
supportable. Peng (2002) also argued that the strategic choices are the outcome of the 
dynamic interaction between the institutions and organisations. As a result, it is 
impossible for any organisation to make strategic choices without considering its 
institutional contexts. It motivates some researchers to focus on the institution-based 
view, which more clearly account for the relationship between the businesses and the 
institutional environments in which they operate. Besides, this perspective can present 
a framework that integrates economic and sociological perspectives. Scott (1995) 
indicated that, in the institutional environment, the formal constraints, including 
political rules, judicial decisions, and economic contracts, shape the market 
environment, while the informal rules, involving socially sanctioned norms of 
behaviours, are embedded in the culture and ideology. Therefore, the institutional 
theory appears to be more appropriate in able to integrate different perspectives and 
presented a highly insightful approach when the business groups are analysed 
(Hoskisson et al., 2000).  
 
    Beyond the traditional view of institutional theory, some researchers argued that 
de-institutionalisation, defined as large-scale and discontinuous institutional 
transitions, should also be emphasised (Oliver, 1992). Since the institutional 
environment is not static, the institutionalised organisational practices need reforms to 
adapt to the changed contexts. To understand the nature of institutional transitions and 
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its impacts on the organisations in such contexts, most of the related researches centre 
on the emerging markets. There are two primary reasons. Firstly, the institutional 
changes in emerging economies are “qualitatively” different from the 
industry-specific changes in the West (Newman, 2000). Secondly, these transitions in 
emerging economies vary substantially in terms of the pace and the source. For 
example, Peng (2003) indicated that some countries chose to give up central planning 
due to external fierce shocks (e.g. Russia), while others preferred to maintain the 
central planning with slight adjustments for catering to globalisation (e.g. China); 
Some countries initiated the policy reformation under the pressure and demand of 
international institutes such as IMF (e.g. South Korea), whereas others transformed 
the policy because of the internal pressures (e.g. India).  
 
Therefore, to disclose the dynamic relationship between institutional 
environments and the business strategies, Peng (2002, 2003) drew from the researches 
on Asian emerging economies and developed a two-phase model to explain how 
institutional changes influence the benefits and the costs of strategic decision-making. 
In this model, all of various exchange modes can be grouped into two versions: 
relationship-based and rule-based exchange. This paper argues that relationship-based 
mode is dominant during the early period of emerging economies, and it will change 
to rule-based mode after the institutional transitions take place. In other words, the 
businesses in such environments will adjust their strategic choices and the 
organisational forms to different contexts during the transitions.  
 
In the early phase of emerging economies, there exist a number of market 
failures, which may increase the risk and uncertainty for businesses and thus lead 
individuals to pursue safer way to carry out exchange. Furthermore, the emergence of 
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new opportunities associated with informal trading give the legitimacy to this way of 
conducting business when the economic landscape is shaped (Stark, 1996; Rose, 
2000). Therefore, the network-based strategy characterised by impersonalized 
exchange is likely to be adopted in the early stage of emerging economies. However, 
as the economy modernises, the change of institutional contexts, such as deregulations 
and globalisation, will motivate the businesses to change their exchange mode. For 
example, the implementation of the third-party enforcement during the institutional 
transition may intensified the competition, because the unfamiliar parties, who 
previously are deterred from the market exchange due to the sky-high transaction 
costs or the lack of political connection, now can be more confident of participating in 
trading with other parties and obtaining the gain from more complex exchanges. As a 
result, in the market-oriented transition, organisations will turn to market-based 
strategy, which concentrate on competitive resources and capability rather than the 
firm’s network, relationships, and connections (Barney, 1991).  
 
2.4 Business groups in Asian countries 
As mentioned above, business groups are extremely crucial for most emerging 
economies, particularly in East and Southeast Asia. These regions today contain the 
most profitable and the largest business groups in the world. Many of these groups in 
Hong Kong, Taiwan, China, Indonesia, Thailand, Korea, Malaysia, and the 
Philippines are so outstanding as to outperform the Fortune 500 companies. Such 
phenomena attract the scholars and then give rise to a large number of researches on 
the emergence and evolution of business groups in Asian economies. Nevertheless, as 
stated earlier, most of these studies kept their focal point on either economic or 
sociological views.  
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2.4.1 The emergence of business groups in Asia 
From the economic view, the emergence of business groups in Asia can be 
attributed to the political intervention or market forces (Chung, 2006). Firstly, in order 
to improve imperfect market institutions, the governments in Asian countries that are 
desperate to develop their economies would actively design beneficial policies such as 
loan guarantee to encourage the establishment of business groups (Guillén, 2000). For 
example, Keister (1998) proposed that the force of the state had been the major factor 
behind the emergence of China’s enterprise group since 1978; Chung (2001) also 
argued that institutional incentives, like tax allowance, are the primary cause behind 
the rise of “Jiutuanquye” (group enterprise) in Taiwan. Moreover, individual firms in 
Asian countries may be voluntary to be incorporated into business groups in order to 
overcome the constraints in resource markets and other infrastructures, because this 
special organisational form can function as the substitute for all types of markets, 
including capital, labour, material and technology markets, and thus enable their 
affiliated firms to transact more efficiently (Khanna & Palepu, 1997; Hoskisson et al,, 
2005). The prevalence of Chaebol structure in the Korean economy provides the 
evidence for this argument that market imperfections are a major factor of in the 
emergence of business groups in developing countries (Chang and Choi, 1988).   
 
As for the sociological perspective, Feenstra & Hamilton (2006) indicated that 
all of Asian contexts are characterised by high uncertainty, and thus the firms 
operating in this environment tend to depend on their personalistic relationships to 
avoid suffering from any uncertain situation (Luo & Chung, 2005). These 
relationships even become the foundation of social and business activities in Asian 
economies. Therefore, Guanxi (relationships) is also used to explain the emergence of 
business groups in China, Taiwan, Hong Kong, and Southeast Asia (Chung, 2006). 
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For example, Numazaki (1997) employed an example of Taiwan’s Jiutuanquye to 
illustrate how the Guanxi network exercises its influence in each phase of establishing 
business groups, e.g. raising capital, recruiting employees, and enlarging scopes. 
Therefore, this sociological view focuses on the power of Guanxi and emphasizes the 
significant role of personalistic networks in the entrepreneurship and group 
emergence.  
 
2.4.2 The diversification of business groups in Asia 
Diversification is another focal issue of the Asian business groups that are 
featured by high levels of unrelated diversification (Chung, 2006). Similar with the 
economic perspective on the emergence of business groups, state policies or market 
imperfections is also commonly employed to interpret their diversification activities. 
To begin with, the effects of state policies are thought to be the reason of unrelated 
diversification activities in business groups. For example, Kim (1997) examined 
Chaebols in South Korea and attributed their unrelated diversification to the state 
policies, which provided low-interest loan and tax protection to direct business groups 
into the chosen industries that were able to facilitate the country’s economy; Whitley 
(1999) also argued that the Taiwanese government, migrating from the mainland 
China, had different thoughts from the local Taiwanese in the political and cultural 
aspects, and thus local Taiwanese groups preferred to diversify into unrelated areas to 
avoid the risks associated with concentrating all the investment on certain sectors. In 
addition, Khanna & Palepu (1997) proposed that the unrelated diversification of 
business groups in emerging economies can function as a substitute for the missing 
market mechanisms by creating internal product, labour and capital among all of their 
member firms.   
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The sociological perspective focuses on Guanxi and offers another appealing 
angle to explain business groups’ diversification. Hamilton & Kao (1990) found that, 
through case studies of Taiwanese business groups, the high levels of unrelated 
diversification is a direct outcome of personal connections. In their findings, business 
groups usually pursued business opportunities linked with their own networks and 
thus carried out “opportunistic diversification”. Such tendency implied that the firms’ 
diversification decisions would be made around the owners’ personal networks 
without considering if the new business is related to their existing business. One 
instance is illustrated to support this feature in Taiwanese groups by Hamilton & Kao, 
which is followed:  
 
‘An old friend asked one of the owners to help him out by investing money in his firm. 
Later, the friend asked him to buy the firm. Opportunistic diversification seems to be 
the rules’ (Hamilton & Kao, 1990: 143-144) 
 
Furthermore, Chung (2006) found that the diversification decision in Asian 
business groups is made by the owners and major consideration is to maintain the 
owner’s personalistic networks. He indicated that the industry portfolio of Taiwan’s 
business groups is idiosyncratic and comprising unrelated sectors in terms of 
production process, technology know-how, and marketing skills. As a result, such 
personalistic networks play a critical role in the diversification strategies of business 
groups in Asia.  
 
Although both of economic and sociological explanations represent distinct 
views respectively, Feenstra & Hamilton (2006) demonstrated some common features 
between them. Firstly, both of the interpretations believed that business groups are the 
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result of some specific factors which are external to “normally” functioning 
economies. All types of institutional frames, such as market failure, state policies, and 
embedded networks, are presumed to create the circumstances for the development of 
business groups. In these specific institutions, as a consequence, the internal 
organisation and governance of the business groups can lead to certain competitive 
advantages not enjoyed by other firms. For example, Chinese family business groups 
can solve most of the problems Asian economies, like distrusting the governments or 
lacking robust market mechanisms, by the owners’ personalistic ties and networks that 
can minimize transaction costs and reduce risks. Moreover, both of the explanations 
argue that there is an underlying force in the institutional environment, which will 
drive business groups to arrive at the stability or equilibrium as times pass. More 
specifically, economic views argue that the balancing of price structure across markets 
can stabilise the behaviours of business groups, whilst sociological views propose that 
business groups will move towards isomorphism and then achieve stability within 
organisational field (DiMaggio & Powell, 1983).  
 
Therefore, it seems that both of the economic and sociological perspectives are 
unable to fully grasp the complex nature of the business groups in Asia. As described 
above, the institutional view may be more appropriate, because this comprehensive 
perspective contains the similarities and compromises the differences between 
sociological and economic considerations, and can further capture the dynamic nature 
of business groups in emerging economies. Accordingly, the institutional perspective 
combined with sociological and economic views are more desirable in the studies of 
Asian business groups, especially in the studies on dynamic interaction between the 
institutional environment and Asian business groups, e.g. the effects of institutional 
transitions on the evolution of business groups in Asian economies.  
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2.5 Business groups and institutional transitions in Asia 
    As Peng and Zhou (2005) argued, there is a general idea that the only constant in 
emerging economies is change, and thus business groups have to do adjustments all 
the time. Firms that fail to adapt themselves to the environmental changes may find 
their previous fit with old institutional requirement to be unable to ensure continue 
legitimacy and even survival (Lee, 2008) Therefore, a number of researches emerges 
recently and focuses on the development of institutional conditions over time, and 
their impacts on the evolution of group strategies, particularly diversification 
strategies.   
 
Some scholars contend that the institutional developments in Asia will reduce the 
costs of external market transactions, improve the efficiency of product markets, and 
lower the costs of information flow to relevant transactional parties (Peng, 2003). 
These changes in institutional framework will alter the costs and benefits of 
conglomeration (Peng et al. 2005), and thus lead business groups to reduce the levels 
of diversification. Hoskisson et al. (2005) also believed that the large diversified 
business groups would no longer be as necessary as substitutes for the missing market 
mechanism due to the gradual development of institutions in emerging economies, 
and as a consequence, the large groups have incentives (external transaction costs 
decrease) as well as pressures (internal organisational costs increase) to reduce its 
diversification and refocus on certain businesses. Furthermore, Kock & Guillén (2001) 
and Chung (2006) argued that business groups would change their strategic focus 
from unrelated diversification to related one, and develop the market capability when 
institutional environments modernise. Thus, there is a widely-held view that the group 
strategies have to change from relationship-based to market-based modes as the 
institutional developments progress (Peng, 2003; Peng, et al., 2005) if the hypothesis 
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that conglomeration and network formation are the responses to imperfect 
institutional environments is valid.  
 
However, another group of scholars argue that the patterns of institutional 
developments in emerging economies diverge from the globalisation theorists’ 
assumption of rapid global convergence (Chang, 2006). Campbell (2004) showed that 
many country-specific institutional arrangements, such as electoral politics, have 
constrained the predicted effects of globalisation. In view of the divergence of 
institutional developments caused by the variation of local contexts, Guillén (2001) 
and Whitley (1999) proposed the concept “divergent capitalism,” which connotes the 
distinct combinations of markets and economic organisations in each country with 
unique institutional environments. It implies that the market-based strategy is not 
necessary to appear in Asian business groups, because Asian economies may not 
completely transform into the Western-style economies over time. As a result, some 
researchers recently focus on the distinct nature of institutions in different Asian 
economies, and explore the impacts of their unique contexts on the strategic choices 
of Asian business groups. 
 
Peng and Zhou (2005) recognised that the institutional development is not only a 
simple dichotomy of convergence and divergence. The processes of institutional 
change are more complex and nuanced than implied in the model which argues that 
the institutions in emerging economies will eventually become identical with the one 
in developed economies. Chang (2006) also noted that government in each country 
perceived problems of varying magnitudes and had different levels of capabilities to 
facilitate the transitions. Therefore, the strategic choices of business groups are 
shaped and constrained by their respective institutional environments. For instance,     
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Peng & Delios (2006) argued that compared with the formal institutions, the informal 
institutions in local contexts, which are relatively slow to change, can still yield 
efficiencies to conglomeration in Asia, and hence the Asian business groups’ activities 
do not necessarily reduce to the “optimal product scope” over time; Carney (2005) 
also argued that the stability of internal dynamics in Asian business groups which is 
shaped by the local contexts will function in a similar manner regardless of the 
context of globalisation, and thus their network strategies will reflect some combined 
elements of global and local origins rather than simply either a globally convergent or 
locally variant institutional context. These examples illustrate the significant impacts 
of local contexts on the strategic choices of Asian business groups, and highlight the 
sophisticated relationships between the evolution of group strategy and the 
institutional transitions in Asia.  
 
Therefore, a comprehensive understanding of Asian business group during 
institutional transitions can not be captured unless more specific elements about the 
evolution of business strategy or institutional transitions are taken into account. For 
example, Peng and Zhou (2005) proposed the heterogeneity of institutional transitions 
and business groups’ networks strategies. They argued that the network strategies of 
Asian business groups will experience an intermediate phase because there are 
different dimensions of institutional changes during the market-oriented transitions. 
Although there are still few studies about this issue until now, their research offers a 
novel direction and leads the way to unveil the complex nature of business groups in 
Asian contexts.  
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3. Methodology 
 
3.1 Focus on research questions 
As introduced above, the aim of this research is to identify how the strategies of 
business groups in Taiwan coevolve with the institutional transitions. In order to 
achieve this research objective, a longitudinal analysis on the diversification paths of 
three large Taiwan business groups are undertaken to explore their movements 
between the relationship-based and market-based model during the institutional 
transition. Based on this main objective, three major research questions will be 
addressed in this study: (1) how do the strategic models of business groups evolve 
during institutional transition? (2) How do the institutional contexts influence the 
evolutionary pattern of group strategies? (3) Under what condition does the 
relationship become more important for business group in the institutional transitions? 
 
3.2 Research overview 
To explore the coevolution of institutions and business models, comparative case 
studies (Skocpol, 1985; Eisenhardt, 1989) on the evolutionary process of business 
groups’ diversification strategies during the institutional transitions are undertaken in 
this research. Such method provides a critical advantage in the identification of 
sequences of events and mechanisms that explicate the processes (Langley, 1999). 
The purpose of this method is to identify the regular patterns by comparing the 
differences and similarities among different evolutions of group strategies. Through 
such process of comparisons guided by replication logic (Eisenhardt, 1989; Yin 1994), 
systematic analyses and propositions can be revealed.  
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According to the assumption made by Dieleman & Sachs (2006), there exists a 
continuum between relationship-based and market-based strategies of business groups 
in Asian economies. Based on such concept, this study explores how these two 
particular models of business groups evolve along such continuum in institutional 
transitions and what factor may influence this movement. Taking advantage of the 
database of Taiwanese business groups and other available secondary data such as 
newspaper, public prints, and founders’ biographies, this research examined the 
details of three Taiwanese business groups’ annual strategies during institutional 
transitions, and then carried out a comparative analysis to draw insightful conclusions 
about the co-evolution of the group strategies and Asian institutional environment.   
 
3.3 Data sources 
The primary resource of this research is Business Groups in Taiwan (BGT), a 
directory (database) containing the appropriate information of the large business 
groups from which I selected cases for this study. Such resource is the most 
comprehensive source for business groups in Taiwan and has been widely used by a 
large number of scholars in the previous researches which involve the exploration of 
Taiwanese business groups (Hamilton & Biggart 1988; Hamilton & Feenstra 1995; 
Hamilton 1997; Chung 2001; Khanna & Rivkin 2001, Chung, 2006, Luo & Chung 
2005). This directory (database) is compiled by the China Credit Information Service 
(CCIS) in Taipei, the most prestigious credit-checking agency in Taiwan and an 
affiliate of Standard & Poor’s in the United States. This directory has collected and 
published the relevant information on the hundred largest business groups (in terms of 
annul sale) since 1972. For each group, BGT reveals a biographical description of the 
group’s founder, key decision makers and core leaders, a short history of the group’s 
development, a summary of the groups’ financial performances, and the basic data of 
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each affiliate firms, such as products, sales, and major shareholders.  
 
To supplementing the data presented in BGT, a broad range of sources which 
may be able to provide further information are introduced. The most important 
sources are the biographies of business groups, written either by the founders 
themselves, by ghost writer, or by independent reporters. Broadly speaking, the 
biographies contain the history of business groups such as entrepreneurial process and 
the subsequent developments, and the entrepreneurs’ core ideas of managing 
businesses. Other supplementary materials include corporate annual reports, 
government statistics, groups’ publications, and article from newspaper and business 
magazines.  
 
3.4 Case selection 
Since the comparative case study aims to capture the insights on the research 
issues through comparing these selected cases, the criterion of case selection is the 
level of representativeness and the effects of contrast among the chosen targets, 
instead of the comprehensiveness of individual cases. Furthermore, to understand how 
the strategic models of Taiwanese business groups change with the institutional 
transition and under what condition such dynamic process will be facilitated, the 
selected cases are required to be provided with these following conditions: 
1. The cases are supposed to be the top 30 business groups in Taiwan. 
2. The history of each business group is longer than 40 years, which can guarantee 
that there are sufficient periods for those groups to undergo the evolution of 
business model in institutional transitions.  
3. The start-up businesses of selected cases must be from the core industries in 
Taiwan in early times.  
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4. Nowadays, the selected business groups are still flourishing and engaged in 
diversification activities.   
 
According to Chung (2006), there are four primary industry types in which 
Taiwanese business groups initially started their businesses. They were textiles, food, 
chemical products, and electrical and electronic machinery manufacturing 
respectively. From Table 1, it can be seen that there were around half (48%) of 150 
Taiwanese business groups starting their initial businesses in these four industries. As 
a consequence, the cases selected from these industries were considered able to 
represent the context for early industrial developments in Taiwan, and the institutional 
circumstances for the group growth. Moreover, it is worth noting that textiles was the 
most common industry in which Taiwanese business groups made initial investment 
(19%). Such phenomenon implied that the textiles played such a prominent role that a 
large number of business groups attempted to enter this industry in the period of 
institutional voids. Network-based strategies were commonly adopted in such 
business contexts. Therefore, selecting samples from textile industries were more 
likely to increase our comprehension for the relationship-based business model of 
business groups in early periods.  
 
 
Table 1. Frequency distribution of 150 business groups by their core industries in early 70s’
Core Industry Textiles Food products 
Chemical 
Products 
Electrical & 
electronic industry 
20 other 
industries 
Frequency 28 20 13 11 78 
Percentage 19% 13% 11% 7% 52% 
Source: Chung (2006)  
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In addition, the performance of business groups in later stages of their 
development and the availability of data also need to be taken into account. 
Considering these criteria, I thus chose three large business groups, Far Eastern, Shin 
Kuang, and Tainan Spinning, all of which started their initial investments in textiles 
industries but had different diversification paths. The similarity of the initial business 
in these selected cases enables this research to compare their respective patterns of 
strategic models and identify how the institutional environments shape their later 
different developments more easily. Table 2 exhibits the early and later performances 
of business groups that were selected as the focal cases in this study. In Table 2, it can 
be found that all of these three business groups have been growing and prospering 
since they were established in early times. Accordingly, these three cases are able to 
capture the insights on the dynamic patterns of business groups’ strategies.  
 
Table 2. Performances of selected business groups in 1973 and 2005 
Annual sales Number of firms Number of employees Business group 
1973 2005 1973 2005 1973 2005 
Ranking in 
2005 (in terms 
of total assets)
Far Eastern 22,196 351,363 9 192 9,906 41,811 12 (950,231) 
Shin Kuang 12,952 398,334 10 103 6,758 38,495 11 (1,459,862)
Tainan Spinning 21,648 43,551 23 65 13,448 9,615 68 (85,646) 
  Note:  
1. The numbers are quoted from Business Groups in Taiwan, editions 1974, and 2007. 
2. The unit of sales and total assets is million Taiwanese dollars. The conversion rates of NT$ 
to GBP is 92.44(1973) and 58.56 (2005).  
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3.5 Research design 
According to the literatures, the business groups will follow different 
diversification strategies under varying institutional conditions. However, to explore 
the evolutionary patterns of both institutional contexts and group strategies and their 
dynamic interplay, a longitudinal examination of the evolutions is required. Therefore, 
the research design contains three steps which are able to accomplish this objective. 
Firstly, the transition of institutional backgrounds accompanied by the development of 
Taiwan’s economy is introduced. In the introduction, the key incidents which may 
impose significant impacts on business groups are identified and then employed to 
divide the institutional transitions into several distinct periods. Parallel to the time 
scale, the evolutionary patterns of diversification strategies in three Taiwan’s business 
groups are examined in the following step. By comparing the evolutionary patterns of 
business strategies and the transition of institutions in the same time scale, the 
dynamic relationships of the groups’ strategic choices and institutional contexts can 
be further grasped. Finally, several propositions revealing the insights of the research 
topic are derived from the analysis and are presented in the next section.  
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4 Case study 
 
4.1 The developments of institutional framework in Taiwan 
Before examining the evolution of each group’s strategies and making 
comparisons, this section present a review about the developments of Taiwan’s 
institutional environments in different periods to identify the critical features of each 
period. These findings will also be employed as the frame of the analyses of the group 
strategies during institutional transition.   
 
Since the end of Japanese colonialism in 1945, the most important feature of 
Taiwan’s industrialisation was the large-scale movement of the Chinese Nationalist 
government and its followers to Taiwan in 1949 following its defeat in the civil war in 
Mainland China. After taking over Taiwan, the first president, Chiang Kai-shek, and 
the ruling party, Kuomintang (KMT), had effectively established a new state through 
totalitarian measures. However, such conduct resulted in a major division between the 
indigenous Taiwanese (around 6 million) and the new-come “mainlanders” (around 2 
million), because the latter were politically legitimate to organise the economy and 
control economic activities (Whitney, 1999).  
 
The division excluded most original Taiwanese from the state bureaucracy and 
political leadership (Gold, 1996). The domination of Taiwan society by outsiders 
continued the pattern established by the Japanese occupation in which the indigenous 
population had learned to develop friendly relationships with the authorities especially 
in conducting businesses under their control (Whitney, 1999). Moreover, to reduce the 
possible impacts of underdeveloped economic conditions, the KMT-controlled 
government adopted planned economy in Taiwan and imposed restrictions that 
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banned private businesses from entering most of the industries in the early 1950s. 
During the period, the state-owned enterprises accounted for 57 percent of industrial 
production and 43 percent of domestic capital formation in Taiwan (Hsiao, 1993), 
while the private enterprises had to face a plenty of restrictions and thus occupied 
only a small portion. Therefore, the centralised policies and systems created a small 
domestic market (Luo & Chung, 2005), and an arduous environment for the private 
businesses. It can be said that the state power shaped the rise and development of 
Taiwanese business groups in the early periods.  
 
In the early 1950s, Taiwan’s government decided to grow the economy by 
establishing a labour-intensive industry, which intended to lower the potential risk 
associated with the sole dependence on the assistance of the U.S. At that time, textile 
industry was selected as the first target because it was closely linked with people’s 
livelihood, and thus the government supplied materials to spinning mills and 
guaranteed to buy all of the finished products (Wade, 1990). These policies enabled 
the spinning mills that owned political connections to be the contractors of the 
government, and guaranteed the profits and growth of their businesses (Chung, 2006). 
Similarly, such strict regulations generally existed in other industries, e.g. cement 
industry, financial industry, etc.  
 
In the 1960s, the state planned to build export-driven economies by developing 
labour-intensive industries and exporting related products. Numerous favourable 
policies that were proposed to encourage these industries provided the opportunities 
for the formation of small and medium enterprises. However, not all of the regulations 
and protections were abolished, and thus business opportunities linked to the state 
policies still exist for the enterprises which had strong political connections.  
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During the period of 1970s, the government intended to establish an independent 
economic system and thus initiated a number of large-scale building projects. A 
famous example is the “Ten Major Construction Projects” in 1974, which aimed to 
upgrade the strategic industries and facilitate the economic developments. These 
massive projects involved the establishment of numerous key utilities, such as 
highways, seaports, airports, and power plants, which laid a foundation in economic 
development in the early 1980s. As a result, Taiwan's economy was gradually 
stabilising and moving to market-based during that period. Nevertheless, rigorous 
regulations and state intrusions still played roles in the business environment, 
especially after external shocks took place. For example, experiencing significant 
effects from the second oil crisis in 1979, the government reversed some liberal 
economic policies and then proposed a few favourable policies to develop less 
energy-consuming industries.  
  
This situation that the KMT dominated Taiwan’s politics and economy has not 
been fundamentally changed since 1987, when the largest wave of economic 
liberalisation and political democratisation in Taiwan’s history took place. Martial law 
was lifted and labour protests and private mass media were allowed (Lou & Chung, 
2005). These large-scale institutional transition was triggered by both external factors 
such as the pressure form the U.S. government for fair trade (Chu, 1994), and internal 
factors, such as political opposition and social movements (Wang, 1993). In the late 
1980s, there were considerable and significant institutional changes taking place, 
especially the removal of restrictive policies. There were 42 strategic industries 
starting deregulating since 1987, and 19 public enterprises in those regulated 
industries being announced to be privatised in 1989 (Chu, 2001). These industries 
contained insurance, banking, aviation, public transportation, publishing, securities, 
 31
shipping, telecommunication, and televisions. Other important areas of deregulation 
included interest rates in debt market, foreign exchange, import control and tariff, and 
foreign investment (Luo & Chung, 2005). Table 3 shows the details of the 
deregulations in the late 1980s.  
 
Table 3. The deregulations in Taiwan’s Economy in the late 1980s 
Areas of deregulation Year Details of deregulation 
Strategic industries 1987 Started deregulating 42 strategic industries 
State-owned 
enterprises 
1989 19 public enterprises announced to be privatized 
Interest rates 1989 
Removed regulations on interest rates (debt 
market) 
1987 
Stopped pegging New Taiwanese dollars to US 
dollars 
1987 
Removed regulations on transfer of US dollars 
in/out of Taiwan 
Foreign exchange 
1990 Removed reference exchange rate among banks 
Import control  
and tariff 
1986 
Large-scale reduction in the number of import 
items that needed licenses 
Foreign investment 1988 
Changed the foreign direct investment regulations 
from case-by-case approval to case approval only 
required for a few industries 
Source: Luo & Chung, 2005 
 
The phenomenon of deregulating strategic industries continued since it began in 
1987, and brought about significant impacts on the strategic choices of private 
enterprises. It was particularly true for the cases of the deregulation of banking 
industry in 1990, telecommunication industry in 1996, and fixed network industry in 
2000. Since the government owned sole approval rights in granting the limited 
licenses, the firms attempting to enter such deregulated industries needed to depend 
on not only the managerial capability but also the political ties. These incidents might 
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sway the path of transition to Western-style market and reshape the business contexts 
during the institutional changes.  
 
In addition, the market infrastructures were gradually developed under the 
guidance of the government during the 1990s. For example, the first professional 
credit rating agency, Taiwan Rating, was established in 1997; the venture capital 
industry had not begun until 1996; the first investment bank, Industrial Bank of 
Taiwan was set in 1998. However, Luo & Chung (2005) found that the establishment 
of market infrastructure was not as rapid as the removal of restrictions in Taiwan. In 
other words, the market institutions remained fragmented and underdeveloped in the 
1990s and the early half of 2000s. For instance, until 2005 there were only 85 
financial institutions and 47 enterprises rated by Taiwan Rating, launched as the first 
credit rating agency in 1997. These slow developments of infrastructure implied that 
the environments for business operations were still unstable.  
 
In 2000, the KMT regime collapsed because of its first defeat by the opposition 
party, Democratic Progressive Party (DPP), in the election for the 10th-term president 
and vice-presidentt of Taiwan. This regime change eliminated the favours resulting 
from the political connections which were formerly established with KMT 
government and reduced some restrictive policies.  
 
Overall, the transitions of institutional environment in Taiwan can be divided 
into several phases. They are “subsidised import-substitution” (1950-1959), 
“export-led growth” (1960-1973), “infrastructure construction” (1974-1979), 
“industry upgrade” (1980-1986), “market-oriented institutionalisation” (1987-1999), 
and “regime change”(2000-2005) respectively. Table 4 states the institutional 
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environments and the characteristics of each period.  
 
Table 4. Institutional environment development in Taiwan 
Year (Period) Characteristics Institutional environment 
1950-1959 
(subsidised 
import-substitution) 
y Division between indigenous 
Taiwanese and exotic government
y Limited trade to grow strategic 
industries (e.g. textiles) 
y Weak institutions 
y Uncertain business environment 
y Unfavourable situation of 
indigenous entrepreneurs 
1960-1973 
(export-led 
growth ) 
y Export-oriented policies for 
labour-intensive industries  
y Serious regulations unchanged  
y Economy improving  
y Opening up for foreign 
investment and international 
trade 
y Businesses opportunities still 
associated with policies 
1974-1979 
(infrastructure 
construction) 
y Expansion of heavy industries  
y Construction of key fundamental  
facilities 
y Flouring economy  
y Stability  
1980-1986 
(industry upgrade) 
y Favourable policies change to  
less energy-consuming industries 
y External shocks e.g. oil crisis 
y Some liberal economic policies 
reverse 
1987-1999 
(market-oriented 
institutionalisation) 
y Large-scale deregulation in 
strategic industries  
y More market-based regulations are 
imposed 
y Market infrastructures gradually 
emerge but remained fragmented
y State still influential for business 
opportunities, especially in 
deregulated industries 
2000-2005 
(regime change) 
y KMT regime collapses and the ties 
turn futile 
y Compete with existing and new 
competitor for maintaining 
market share 
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4.2 The developments of three business groups 
 
4.2.1 Far Eastern  
Far Eastern is one of the largest business groups in Taiwan. Rising in textile 
industry, the Group has expanded into other industry sectors and become a 
successfully diversified business group. Its business scope involves textiles, cement, 
construction, financial services, communications, and retailing (see figure 1). In 2005, 
the total assets of the Group amounted to NT$ 979.5 billion (US$29.6 billion), which 
was ranked as the 12th in 150 business groups in Taiwan. In the Forbes report of the 
world’s billionaires in 2007, the Group CEO, the second one of the Group’s founder’s 
sons, was the 5th richest person in Taiwan.   
 
 
 
 
 
 
 
 
 
 
 
 
 
Figure 1. The business scope of Far Eastern Group 
 
Far Eastern 
Group 
Textile & Synthetic Fibre Business 
Hotel Business
Construction Business
Cement & Building Material Business 
Retail and Department Store Business 
Financial Services Business
Sea/Land Transportation Business 
Communications & Internet Business 
Petrochemicals and Energy Business 
Social Responsibilities 
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The founder of this Group, Hsu Yu Hsiang, started his business in textile trading 
in Shanghai of Mainland China. After the civil war, Hsu decided to follow the retreat 
of KMT government and develop its business in Taiwan. Such connection enabled the 
founder to be in a favourable position to pursue more opportunities associated with 
the government. For example, the Far Eastern Textile Company was established in 
1954, and one year later it received 10,000 units of yarn from the government (Hsu, 
1994); furthermore, as a result of such political connection, the founder was allowed 
to enter the cement industry which was then heavily regulated. The major political 
connection between the company and the KMT was Wang Hsin Heng, a classmate of 
Chiang Ching Kuo - the eldest son of Chiang Kai Shek (the first Taiwan president) 
and the president of Taiwan between 1975 and 1988 (Chung, 2006).  
 
During the export-led period between 1960 and 1973, although these policies 
were more favourable for small and medium enterprises, the Group took advantage of 
its political connection to expand the core businesses (textile and cement) and 
establish their overseas operation bases to support the export-oriented policies to 
develop the economy. However, the Far Eastern Department Store was expanded 
from the sales department of Far Eastern Textile in 1967. The management team and 
staff of the former sales department later became the organisational backbone of the 
department store, and the CEO of the department store was the original department 
head (Hsu, 1994). Also, U-Ming Marine Transport was established for satisfying the 
needs of cement transportation. These conducts show that the Group mainly followed 
the relationship-base strategy but simultaneously develop market-based model.  
 
In the subsequent period, the institutional environment get improved owing to 
the effects of polices, and thus the Group tried to focus more on market-based 
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direction and less on connected contracts. Vertical integration and internationalisation 
along the original business lines could be easily found in this Group’s strategies. For 
example, the Group stepped into synthetic fibres for upstream materials of its textile 
business and expanded its business from cement production to construction. Such 
tendency reversed during the following period between 1980 and 1986, because the 
government noticed the impacts of oil crisis on the economies and then tightened the 
liberal economic policies to certain extent. Under such circumstances, the Group 
returned to rely on its political connections to diversify into other businesses which 
were still regulated but beneficial for industry upgrade, like securities, hotel, and 
leasing. However, the evidence that the sales of two core businesses dominated the 
total group sales in 1986, reaching 75% (Chung, 2006) and the scale expansion in 
construction businesses showed that the market-based model also continued during 
this period. Consequently, the Group mixed relationship-based and market-based 
models to during this period.  
 
Since 1987, the pressure of intensified competition and globalisation forced the 
government to remove the restrictions and establish the market institutions. Due to 
such transition, the Group was less affected by state intrusion and hence more 
concentrate on the development of its core businesses. Thus, a great deal of 
internationalisation and vertical integration in related industries was undertaken 
during this decade. However, as explained in the previous section, the developments 
of market infrastructures remained fragmented, and thus the state policies was still 
likely to influence group diversification strategies. For example, the opportunities 
inherent in deregulation induce a battle of strengths among all interested business 
groups. The government kept massive control over the approval rights in granting 
operation licences, and thus the Group had to turn to its managerial ties to enter these 
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profitable industries, including banking in 1992, telecommunication in 1997, and 
fixed network in 2000. As a result, despite the fact that the extensive transition had 
taken place since the beginning of this period, the relationship-based strategy played a 
role, especially in the situation of deregulation.  
 
Although the political connections with KMT-government provided business 
opportunities in the past decades, the limitations become more evident after the first 
party alternation in power after 2000. Because of the regime change, the asset of 
political connections became valueless and then forced the Group to compete with 
existing and new competitors for maintaining market share and contending for market 
opportunities. During the period, most of the diversifications evolved around the 
Group’s core businesses, and even the only opportunity of unrelated diversification, a 
Build-Operate-Transfer (BOT) project, was obtained in public invitation for bids. As a 
result, it was apparent that the Group strategy moved towards highly market-based 
model during this period.  
 
The summary is present is table 5, including the development of institutional 
environments, the diversification trajectories and group strategy of Far Eastern Group 
in each period, while the details of group diversification period by period can be 
reviewed in Appendix A.1.   
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Table 5. Institutional transitions in Taiwan and the strategy of Far Eastern Group 
Period Institutional environment Diversification Strategic choices Group strategy 
1950 
| 
1959 
y Weak institutions 
y Uncertain business 
environment  
y Unfavourable situation of 
indigenous entrepreneurs 
y Relying on network resources 
of the founders  
y Opportunistic strategies 
Highly 
relationship- 
based 
1960 
| 
1973 
y Economy improving  
y Opening up for foreign 
investment and international 
trade 
y Businesses opportunities 
still associated with policies
y Supporting export-led policies 
to develop economy 
y Evolving groups by scale 
expansion and vertical 
integration along with core 
business 
Relationship- 
based, but 
simultaneously 
develop 
market-based 
1974 
| 
1979 
y Flouring economy  
y Stability  
y Building international 
businesses 
y Adopting more vertical 
integration into related 
industries 
Moving towards 
market-based 
1980 
| 
1986 
y Some liberal economic 
policies reverse 
y Developing new businesses 
based on policies  
y Expanding core business scales 
Mix of both, 
relationship 
-based on the 
rise 
1987 
| 
1999 
y Market infrastructures 
gradually emerge but 
remained fragmented 
y State still influential for 
business opportunities, 
especially in deregulated 
industries 
y Internationalisation and 
expansion of existing business 
y Unrelated diversification while 
deregulations take place 
Market-based 
with fall back to 
relationship- 
based when 
needed 
2000 
| 
2005 
y Compete with existing and 
new competitor for 
maintaining market share 
y Focusing market opportunity 
and diversifying into related 
industries 
y Highly internationalised  
Highly 
market-based  
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4.2.2 Shin Kong  
Shin Kong is another large Taiwanese business group emerging from textile 
industry in early days. Its business scope presently involves a wide range of industries, 
including gas supply, textiles, insurance, real estate development, banking, securities, 
and department stores (See figure 2). In 2005, Shin Kong was ranked as the 9th largest 
business group in terms of its total assets, which amounted to NT$1,637.2 billion 
(US$49.6 billion). The wealth of the current CEO, the eldest son of the Group founder, 
is approximately NT$ 75.9 billion (US$2.4 billion), and ranked as the 11th in Taiwan 
by Forbes in 2007.  
 
 
 
 
 
 
 
 
 
 
 
Figure 2. The business scope of Shin Kong Group 
 
Unlike the founder of Far Eastern, Wu Huo Shih was locally born and bred in 
Taiwan, and established his first business in Textile trading, which is the forerunner of 
Shin Kong Group. Such origin led to a lack of the connection with the KMT 
authorities, and a disadvantage in future development of the Group (Huang, 1991). 
Shin Kong 
Group 
Textile & Synthetic Fibre Business 
Retail and Department Store Business 
Leasing Business 
Real Estate Business
Financial Business
Insurance Business
Nature Gas Business 
Social Responsibilities 
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Before KMT retreated to Taiwan, the founder took advantage of his previous 
experiences of being the apprentice in a Japanese textile trading company to set up his 
own textile trading company. In the early of 1950s, his company’s performance was 
substantially affected by the restrictions on textile import announced by KMT 
government, and thus Wu decided to establish his own spinning factory and produce 
the textile by himself in order to mitigate the immense impacts. However, without the 
political connections and support, it was not as easy as Far Eastern to step into textile 
production. To overcome the constraints, the founder endeavoured to build up the 
relationship with the government to obtain the permission to import fibre material, 
and took advantage of his personal network with Japanese companies to import 
individual parts of the machines and reassembled them after they were shipped to 
Taiwan (Huang, 1991). These efforts enabled the founder to successfully establish the 
group’s initial business, which manufactured fabrics, in 1952. These connections kept 
bringing advantages to the development of the Group during this period. For example, 
due to the government’s financial support and the technical assistance of Japanese 
company, the founder was able to establish the first firm which manufactured 
synthetic fibres in Taiwan in 1954, and take over a woollen textile company that was 
originally run by the state in 1955.  
 
Although the lack of early political connections prevented Wu from getting 
involved in the cement industry during the previous period, the Group sought other 
opportunities for further growth. In 1962, the state opened up the highly profitable 
insurance industry to private enterprises and thus it led to a keen competition. The 
founder took advantage of the relationship built in the last decade to venture with the 
then vice president of Taiwan Provincial Consultative Council, Hsieh Tung Min, who 
was the first local Taiwanese vice president of Taiwan (1978 -1984). With such 
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political ties, the founder successfully received the license to step into insurance 
industry and develop it as another pillar of the Group. In addition, the founder 
continued relying on the political connections to pursue a great deal of unrelated 
diversification to broaden the scope of the Group, including hotel, gas supply, arcade 
game service, construction, and furniture manufacturing. The group, however, 
simultaneously develop market-based models to by evolving along its earliest textile 
business. For example, Shin Kong Synthetic Fibres Corp, which manufactured 
upstream materials of textile business, was established in 1967 by a corporation with 
numerous well-known Japanese companies; Tai Li Dyeing Corp., which integrated 
dyeing function into it textile business, was built in 1968. Therefore, it could be found 
that the relationship-based model dominated the diversification patterns of the Group 
whilst the market-based model was simultaneously developed. 
 
Considering the improvement of economy and the change of institutional 
environments in the following period, this Group changed its strategy from 
relationship-based to market-based mode. The development of the insurance business 
in the Group was a good example to illustrate this phenomenon. Due to the decreased 
restrictions on insurance industry, related products became much easier to be 
promoted and more likely to be accepted, and hence the founder decided to pour more 
resources into the expansion of this core business. Facilitated by such support, the 
sales of insurance business increased by four times within this period (Huang, 1991) 
and occupied half of the total Groups sales in 1977 (Chung, 2006). Despite the 
significant tendency of moving towards a market-based enterprise during this period, 
the Group looked for the opportunities associated with regulated industries to reduce 
overall operating risk. The diversification into securities, leasing, and real estate 
industries were the outcomes of such strategic intent. 
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During the period between 1980 and 1986, the shock of oil crisis caused the state 
to reverse some liberal policies and thus pulled the Group slightly back to lean on its 
political relationships established in earlier periods. For, example, the Group resumed 
the pursuit of a few business opportunities associated with restrictive policies (e.g. 
security investment advisory). In addition to political connections, the Group adopted 
its social network to reduce the impact from the external shock from institutional 
environments. Relying on the founder’s social ties, the Group was not only able to 
invite the co-investment from prominent figures but also obtain technological 
cooperation with Japanese firms when diversifying into an unfamiliar business, the 
security service provider. In the meanwhile, the Group also pursued related 
diversification, e.g. the expansion into more financial services based on the insurance 
business, and the establishment of new businesses due to various needs of garment 
markets, such as acquiring the exclusive distributing rights of luxury brand clothing 
and establishing different distributive channels. As a result, relying on the relationship 
to reduce the uncertainty caused by external shocks, the groups mix these two 
opposite strategies during this period.    
 
In the post-transition period of 1987-1999, a large number of restrictions were 
lifted and various market infrastructures were developing. Such institutional 
environment was favourable for the development of market mechanism. Therefore, 
the Group substantially moved to market-based model through the internationalisation 
of securities businesses in Hong Kong, and considerable diversifications into other 
financial service around its insurance business, such as futures, insurance agent, 
securities, and bill finance. However, due to the absence of fully efficient market 
institutions, a few business opportunities associated with the state control were still 
present, and hence the Group might fall back to the relationship-based model. For 
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example, the group CEO, who was elected as a legislator in 1991, took advantage of 
such strong state-business connection to increase the probability of receiving the 
permission to operate in the banking industry deregulated in 1992 and in the fixed 
network industry in 2000. As a result, the relationship-base model was adopted only 
when it was needed during the period.   
 
After the regime change taking place in 2000, the Group focused more on the 
developments around the financial related businesses which it had already 
substantially developed in the past. In 2002, a financial holding company comprising 
all of finance-related businesses was established to integrate group resources and 
create synergy to enhance the group’s competitiveness in the market economy. Other 
diversifications were also undertaken support the growth of its financial businesses, 
such online payment systems and database processing technology. Therefore, the 
Group adopted highly market-based mode as its competitive strategy due to 
heightened competitive pressure during this period. 
 
The summary of the evolution pattern of group strategies along with the 
development of institutional environments is present is table 6 and the details of the 
diversification in Shin Kong Group are shown in Appendix A.2.
 44
Table 6. Institutional transitions in Taiwan and the strategy of Shin Kong Group 
Period Institutional environment Diversification Strategic choices Group strategy
1950 
| 
1959 
y Weak institutions 
y Uncertain business 
environment  
y Unfavourable situation of 
indigenous entrepreneurs 
y Developing political connections 
to establish and grow core 
businesses 
y Relying on founder’s personal 
network 
Highly 
relationship- 
based 
1960 
| 
1973 
y Economy improving  
y Opening up for foreign 
investment and international 
trade 
y Businesses opportunities 
still associated with policies
y Aspiring for a number of 
business opportunities 
associated with the state 
y Evolving groups by vertical 
integration  
Relationship- 
based, but 
simultaneously 
develop 
market-based 
1974 
| 
1979 
y Flouring economy  
y Stability  
y Focusing on the expansion of 
core business 
y Looking for potential 
opportunity associated with the 
state to reduce risk 
Moving 
towards 
market-based 
1980 
| 
1986 
y Some liberal economic 
policies reverse 
y Building international business 
and diversify into financial 
business around insurance 
business 
y Employing social network to 
undertake unrelated 
diversification to reduce risk 
Mix of both, 
relationship 
-based on the 
rise 
1987 
| 
1999 
y Market infrastructures 
gradually emerge but 
remained fragmented 
y State still influential for 
business opportunities, 
especially in deregulated 
industries 
y Internationalisation and vertical 
integration of existing business 
y A few unrelated diversification 
while deregulations take place 
Market-based 
with fall back 
to relationship-
based when 
needed 
2000 
| 
2005 
y Compete with existing and 
new competitor for 
maintaining market share 
y Establishing a holding company 
to integrate all of its financial 
businesses 
y Related diversification to support 
its financial businesses 
Highly 
market-based  
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4.2.3 Tainan Spinning  
Tainan Spinning is a typical case in exploring the role of personal networks in 
the making of business groups in Taiwan due to its unique emerging background 
(Numazaki, 1996). Unlike other business groups developing around the sole family, 
this Group evolved around the networks of common place of origin or common 
surname, which were termed as “Tainanbang” (Tainan Clique). On one hand, this 
feature led the Group to obtain access to a variety of resources to support its 
developments. On the other hand, the complicated mechanism of joint decision in the 
networks caused the Group to concentrate on the development of its core businesses, 
instead of pursue all kinds of diversification for further growth. As a result, in 2005, 
the business scope involved only six businesses (see figure 3), and the total asset 
amounts to NT$ 96 billion (US$ 3.1 billion), which was ranked the 57th largest 
business group in Taiwan.  
 
 
 
 
 
 
 
 
 
Figure 3. The business scope of Tainan Spinning Group 
 
The origin of the Group dated back to the late 1920s when Taiwan was still under 
Japanese colonial rule. In 1927, the founder, Wu Xiu Qi, obtained his first job at a 
Tainan 
Spinning Group 
Textile Business 
Chemistry Business 
Construction Business
Financial Business
Cement Business
Marine Business 
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store owned and run by Ho Yu Li, whose family was respected in the local community 
and owned abundant capital, because Ho’s wife and the founder came from not only 
the same village but also the same surname group within it (Lin, 1985). Starting from 
an employee-employer relationship, Wu family’s association with Ho family was 
gradually established and then the relationship of personal trust was formed over a 
short span of years. Such connection provided the Group with sufficient financial 
support to contend for the permission of establishing spinning factories after the 
government announced the deregulation of textile industry. In addition, to better 
secure government approval over other competitors, the Wu family took advantage of 
the Wu-surname network to invite Wu Shan Lien, a prominent Taiwanese politician 
and then the first popularly elected mayor of Taipei city, to join the preparation 
committee. As Hamilton (1996) indicated, the reason for inviting Wu Shan Lien was 
purely political because he could exercise his political influence to undertake 
lobbying activities. By exploiting the network based on common place of origin or 
common surname, the Group established his initial business in textile industry in 1955, 
and even successfully set up a cement firm in 1959 when the cement industry was still 
heavily regulated.  
 
After the initial stage of the Group, the founder tried to leverage these 
connections to pursue other business opportunities in the following period. For 
example, the Group employed these relationships to diversify into the businesses in 
food industry that was regulated in 1960s, including fishing and wheat powder 
manufacturing (Hsieh, 1994). However, the improvement of institutional environment, 
also motivate the Group to grow the original lines and develop related businesses. For 
example, the cement business was expanded into construction industry in 1960 and 
real estate industry in 1973, and the two firms manufacturing synthetic fibre were also 
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established in 1967 and 1968 respectively to enlarge the scale of textile business.  
 
During the period between 1974 and 1979, the Group’s resources were gradually 
placed on the development of its core businesses due to the increasingly flourishing 
market economy. It could be found that the sales of textile-related business took up as 
high as 66 percent of the total group sales in 1977 (Chung, 2006), and most of 
diversification activities during this period were related to cement business. Despite 
the pursuit of an unrelated diversification, the Group strategy significantly moved 
from relationship-based towards market-based mode during this period.  
 
In the next period, the Group continued to focus on the developments of core 
businesses to maintain their market positions. As Chung (2006) indicated, the sales of 
the businesses related to both textile and cement sectors totally occupied more than 
half of the group sales in 1986. However, the oil crisis caused the government to 
revise the economic policies and re-intervene the development of market institutions. 
For example, the government limited the development in petrochemical industry 
owing to the short supply of petroleum, but this Group could successfully diversify 
into this sector through its solid political networks. Therefore, the Group was pulled 
back to relationship-based model to some extent although the market-based strategy 
had been increasingly employed since last period.  
 
After the fundamental transition of institutional environment since 1987, the 
Group started to build more international businesses based around its core businesses 
For example, Tainan Spinning Co., Ltd in Vietnam was built in 1995, and Universal 
Cement Corp in China was established in 1996. In addition, considering the 
incongruence of food business with the strategic focus of the whole group, the Group 
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spun off this business in 1989. Furthermore, the consideration of the unrelated 
diversification into Biomedicine was market-based because of a common view 
presuming the bright prospects of this industry in the world. These evidences 
demonstrated that the Group substantially moved toward to market-based model in 
post-transition period. Nonetheless, the political connections also help the Group to 
step into the banking industry in which it had no operating experiences, when a ban 
against private bank ownership was lift in the early 1990s. As a result, it could be seen 
that the relationship-based model still played a role during the period, particularly 
when the business opportunities originally linked to the government were released for 
market competition. 
 
The regime change nullified the network of political connections after 2000, and 
thus the Group substantially was forced to move to market-based strategies. During 
the period between 2000 and 2005, the internationalisation of cement business was 
widely undertaken. For example, a number of firms related to the cement business, 
such as premixed concrete and building materials, were extensively established in 
China to sustain the growth of the cement business and the Group. Furthermore, the 
business principle in banking industry gradually became sound and stable due to the 
reformation of financial law under initiated by new government, and thus the Group 
chose to sell Grandbank Commercial Bank to other financial institution in 
consideration of the incongruence with the strategic focus of the whole Group. It 
could be seen, therefore, the Group strategic was highly market-based during the 
period.  
 
Table 7 shows the developments of institutional environments and the summary 
of strategic choices in Tainan Spinning Group in each period, and the further details 
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of group diversification period by period are exhibited in Appendix A.3.   
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Table 7. Institutional transitions in Taiwan and the strategy of Tainan Spinning Group 
Period Institutional environment Diversification Strategic choices Group strategy
1950 
| 
1959 
y Weak institutions 
y Uncertain business 
environment  
y Unfavourable situation of 
indigenous entrepreneurs 
y Relying on network resources of 
the founder to move into 
deregulated industries 
Highly 
relationship- 
based 
1960 
| 
1973 
y Economy improving  
y Opening up for foreign 
investment and international 
trade 
y Businesses opportunities 
still associated with policies
y Taking advantage of network to 
move into other deregulated 
industries  
y Evolving groups by vertical 
integration around core business 
Relationship- 
based, but 
simultaneously 
develop 
market-based 
1974 
| 
1979 
y Flouring economy  
y Stability  
y Centering resources on the 
development of core business 
Moving 
towards 
market-based 
1980 
| 
1986 
y Some liberal economic 
policies reverse 
y Diversifying into the sectors 
related core business 
y Exploiting connections to enter 
newly-regulated industry  
Mix of both, 
relationship 
-based on the 
rise 
1987 
| 
1999 
y Market infrastructures 
gradually emerge but 
remained fragmented 
y State still influential for 
business opportunities, 
especially in deregulated 
industries 
y Internationalisation and 
expansion of core business 
y Unrelated diversification when 
deregulations take place 
y Spinning off non-core business 
Market-based 
with fall back 
to relationship-
based when 
needed 
2000 
| 
2005 
y Compete with existing and 
new competitor for 
maintaining market share 
y More focus on the 
internationalisation of core 
business 
y Selling businesses that are 
incongruent with strategic focus 
Highly 
market-based  
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5. Theoretical propositions and discussions 
    According to the case studies in last section, it can be found that the strategic 
choices of business groups are significantly affected by the institutional contexts. 
During the institutional transition in emerging economy, the evolution of group 
strategies varies with the changing contexts. The histories of three business groups 
exhibit a steady modernisation as hypothesised by Peng (2003), and a dynamic 
interplay between relationship-based and market-based strategies during such 
transition. The relationship-based model is built on political connections and social 
networks, and is characterised by pursuing the business opportunities associated with 
the state and by seeking any action that is useful for strengthening relationships. The 
market-based model involves the introduction of the universal principles in 
international businesses, the rational exploitation of markets and resources for group 
expansion, the prevalence of vertical integration, and internationalisation along the 
core businesses.  
 
From the analyses of these cases, I intend to propose a number of theoretical 
propositions about the dynamic interplay between group strategies and external 
environment during institutional transition. With a view to answering my research 
questions, these propositions are presented and elaborated as follows.  
 
Proposition 1:  
With the market-oriented development of institutional environments, in general, the 
business groups evolve from relationship-based to market-based strategies.  
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In early times, the underdeveloped institutions provided the state bureaucracy 
with great power and high level of discretion to develop the economy without legal 
rules. Due to the weak institutions, all of the entrepreneurs endeavoured to establish 
useful relationships with politicians for favourable positions in growing their 
businesses. As institutional environments modernise step by step, the Group gradually 
turned to market-based strategies and less resorted to personal connections. Such 
movement is substantially accelerated because of the large-scale institutional 
transition starting from the late-1980s and the party alternation in power in 2000. This 
argument is supported by the patterns of group strategies in these three business 
groups. Since the large institutional transitions began in 1987, all of these three 
groups have less pursued opportunistic diversification and have placed a great deal of 
resources on the internationalisation and vertical integration along their own core 
business, (i.e. textile and cement for Far Eastern and Tainan Spinning, and textile and 
insurance for Shin Kong). As a result, the modernisation of institutional environments 
motivates the groups to transform their strategies into the market-oriented mode. This 
proposition is consistent with the two-phase theoretical model proposed by Peng 
(2003), which hypothesises the evolution from network-centred strategies during the 
early phase to market-centred strategies during the late phase in response to 
institutional transitions.  
 
Proposition 2:  
The evolutionary patterns between relationship-based model and market-based model 
are not linear, but irregular due to the constantly changing institutional environments.  
 
    Although the first proposition that the evolutionary pattern from 
relationship-based to market-based model during institutional transitions roughly 
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supports the two-phase model proposed by Peng (2003), another insight derives from 
the cases studies, and gives rise to my argument that business groups seldom adopt 
only one model in any single period. Due to the importance of social capital and 
networking in developing economies (Granovetter, 1985), a rule-based model, 
implying no utilisation of network ties at all, is unrealistic, particularly during the 
institutional transition in emerging countries. There is evidence that the political 
connections between the state and the business groups continued to exercise influence 
on group diversification decisions in institutional changes. For example, in 1992, all 
of these three business groups took advantage of their own political ties to 
successfully run into the business opportunity emerging from the deregulated banking 
industry, although this industry was originally not their strategic focus and the group 
strategies had already substantially moved into rule-based model during the 
market-oriented institutional transition. As a result, the group strategy is 
simultaneously influenced by the pull of the relationship-based mode and the push for 
the market-based mode almost in every period.  
 
    Depending on the situations, the business group may shape its diversification 
strategies based on either relationship-based or market-based consideration. The 
unpredictable external impulses lead to dynamic institutional environments, and thus 
result in the pendulum of group strategies. The interplay between the pull force from 
outside impulses and the push force from market-oriented institutionalisation, as a 
consequence, gives rise to an irregular pattern on the group strategies when they move 
from relationship-based to market-based mode during the institutional transitions.  
The evolutionary pattern of groups strategies found in these three business groups is 
revealed in figure 4. 
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Figure 4. The general pattern of three group strategies during the institutional 
transitions in Taiwan 
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To some extent, this proposition is similar with the concept of intermediate phase of 
the transition between network strategies and rule-based strategies, which is proposed 
by Peng & Zhou (2005). They argue that weak-tie strategies, instead of rule-based 
strategies, will be dominant during the intermediate phase of institutional transitions. 
However, this study not only supports their argument, but also points out that the 
strategic pattern is much more complex than hypothesised due to the dynamic 
interplay between the business strategies and the institutional contexts. 
 
Proposition 3 
Simultaneous pursuit of both relationship-based and market-based strategies is 
necessary for the success of the business groups.  
 
    The initial success of the business groups can be attributed to the political 
connections associated with business opportunities. Taking advantage of the 
connections with politicians in the early 1950s, these three business groups were able 
to seize a profitable business opportunity emerging from the heavily regulated textile 
industry. In the late 1950s, Far Eastern and Tainan Spinning further employed their 
developed network ties to enter cement industry that was still heavily regulated during 
that time, whilst Shin Kong resorted to its establishing political network to diversify 
into another business after the deregulation of insurance industry. After the initial 
period, however, the group simultaneously pursue relationship-based and 
market-based model during the next several periods. There are numerous reasons for 
such conducts of the business groups.  
 
Firstly, pursuing both types of the strategic modes can prevent the business group 
from suffering the potential risks from the shocks in the institutional environment. For 
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example, the oil crisis in the 1970s led the government to reverse the liberal policies, 
and it thus cause the decision-makers in the groups to slow down transition towards 
rule-based model and re-employed the relationship-based model to diversify the risks. 
Furthermore, the interaction between these two models gives rise to a better chance 
for the success of business groups. For instance, the capital and managerial 
competences from their early relationship-based businesses can facilitate the 
development of other market-based businesses, and the shift to the market-based 
model is also deeply influenced by these relationships established in early times. The 
evidence indicates that the two models are intertwined in nature, and the business 
groups can not succeed without simultaneously pursuing both models. As a result, the 
proposition highlights the importance of dynamic interplay between these two models, 
and further indicates the crucial role of connections on group growth even in the later 
phase of market oriented institutional transitions.  
 
Proposition 4 
When the uncertainty of institutional environment increases, business strategies are 
more likely to swing to relationship-based model.  
 
As argued above, the process of the shift from relationship-based to 
market-based models during institutional transitions is like a pendulum. Further, an 
examination of the pattern of business strategies in these three groups shows that the 
group strategies are more likely to move to relationship-based mode when the 
uncertainty associated with institutional environment increases. In other words, the 
relationship becomes more important under highly uncertain circumstances. A large 
amount of evidence provided by these cases may support this argument. Firstly, the 
political, economic and social uncertainty in early times led the state to impose a 
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considerable number of restrictions on industries, and thus the groups can only turn to 
political connections to build their initial businesses. Moreover, in the early 1980s, the 
policy that reverse owing to the external impulses increases the business uncertainty, 
and thus the groups are forced to adopt the relationship-based mode to maintain its 
growth. Furthermore, during the period of market-oriented institutionalisation since 
1987, the deregulation of strategic industries increases the market risk and the slow 
development of market infrastructure keeps the environment unstable, and the firms 
will not completely abandon the dependence on the connections in the transition. The 
relationship-based strategies are able to cope with these uncertain situations and help 
the groups to pursue more profitable business opportunities. To certain extent, this 
proposition supports Carney (2005), who argued that the network strategies still play 
an important role in the changing institutional context.  
 
Proposition 5 
Evolution from relationship-based to market-based strategy is facilitated by the 
dramatic change of regime.  
 
In emerging economies, the relationship between business groups and the 
authorities can be seen as a symbiosis in early times. The business group takes 
advantage of the political connections to build its business, and the authorities 
develop and control the economy by nurturing a number of business groups. Such 
mutual benefits strengthen the linkage between the groups and the authorities. It may 
help the business groups to overcome the difficulties they come across during the 
process of group development. However, the advantage of such connection may 
diminish and even vanish with the sudden alternation in political power, and hence the 
business groups are not allowed to rely on its early political networks to pursue the 
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business opportunities associated with the previous authority. According to this study, 
it can be found that the adoption of relationship-based strategy is substantially 
reduced while the market-based model is widely employed since the KMT regime 
collapsed in 2000. Consequently, the regime change disintegrates the original 
strongly-linked relationship, and accelerates the evolution of group strategies from 
relationship-based to market-based modes. 
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6. Conclusion  
 
6.1 Implications and contributions 
A research on the evolutionary pattern of strategies that business groups adopt 
during institutional transitions in emerging economies in Asia is central for 
understanding how the role of the relationship change in the transition, and under 
what condition the relationship become more important. Comparing the patterns and 
the motives of diversification in three individual business groups in different phases 
of institutional transition, the paper suggests that the co-existence of two different 
strategic forces during the institutional transition: the pull of the relationship-based 
model and the push to the market-based model. As a result, the group strategy can be 
seen as the outcome of dynamic interplay between these two modes in the changing 
environments. 
 
This research, which undertakes longitudinal studies on the evolutionary patterns 
of Taiwanese business groups’ diversification strategies in the institutional changes, 
roughly supports the existing theoretical work. For example, the general movement of 
group strategies conform to the hypothesis proposed by Peng (2003). When the 
institutional transitions in emerging economies intensified, the firms will gradually 
change their strategies from relationship-based to market-based mode. Since the 
intensified competition and the rising pressure from globalisation cause a revolution 
of the relative costs and benefits, the companies need to do adjustment to 
accommodate to the changed environment. However, this study reveal that the 
evolutionary pattern of business strategies is more complicated than the 
one-directional transition hypothesised by Peng (2003). Such transition of business 
strategies is oscillatory because of the massive influence of uncertainty in the 
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institutional transitions. It not only supports the argument that the suggested 
evolutionary pattern between relationship-based and market-based model may be too 
simplistic and should be more realistic (Peng & Zhou, 2005), but also specifically 
depict the process of the transition that may increase our comprehension of the 
strategies in business groups in emerging economies.  
 
Furthermore, this research indentifies the importance of relationship for business 
groups in the institutional transitions. During each period, business groups have to 
pursue both relationship-based and market-based modes because of the dynamic 
interplay between these two modes. As a result, the relationship keep playing critical 
role in business groups and the relationship-based model is not deemphasised during 
the institutional transitions. It is particularly true when the unexpected impulses, e.g. 
oil crisis and deregulation, take place because the relationship-based model can 
effectively reduce the uncertainty and operating risk caused by these stimuli. However, 
the relationship-based model may become much less important and the evolution 
towards market-based strategy is accelerated by a dramatic change in regime.  
 
This paper contributes to the literature on the strategies of business groups in 
emerging economies during the institutional transitions. It enriches our understanding 
of the institutional and business dynamics with the economic development in 
emerging markets. Furthermore, the findings provide an intergrated perspective by 
combining economic and social view to explain the strategic choices of business 
groups. The study also changes the prime focus of relationship-based strategy from 
“whether it is important” to “under what circumstance it is important”. According to 
the findings, the relationship-based model will become more important when the 
environmental uncertainty increases. Finally, this study proposes a different method to 
 61
examine how the transitions of group strategies in emerging economies proceed, and 
provides a dynamic perspective for future research.  
 
As for the practical implications, the research provides a guideline for the 
business groups and companies in other emerging economies which are also 
characterised by the constant change of intuitional environments. The findings 
indicate that although the influence of the relationship-based model is crucial in the 
initial stage, it will diminish as market institutions progress and, particularly, a regime 
change take place. The groups, therefore, should increasingly develop their strategies 
based on market-based consideration, such as substantial expansion, vertical 
integration, and related diversification that was centred around the core business lines, 
when the competition turns to mass production and innovation. On the other hand, 
this study indicates the significance of relationship-based model in uncertain 
circumstances like deregulation, and the dynamic interplay between the 
relationship-based and market-based model. As a result, this relationship should not 
be completely deemphasised during the development of business groups. More 
importantly, knowing about how the group strategies evolve in response to the 
different phases of institutional transition is able to provide practical advices for the 
policymakers who intend to enhance the competitiveness of emerging economies and 
the new foreign entrants who attempt to pursue the opportunities in the local markets.  
 
6.2 Limitation and future research suggestions  
Despite the belief that this study has shed light on the evolution of group 
strategies during institutional transitions and that numerous insights were uncovered 
from the comparison of three business groups, it is possible to highlights several 
limitations. After examining these limitations identified throughout the study, the 
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directions for future related researches will be proposed in the end of this section.  
 
Firstly, this study focused on the effects of external factors on the strategic 
choices of business groups during the institutional transitions. Although they are the 
most prominent factor leading to the change of strategies during the transitions, a 
variety of other internal forces can be taken into account. Future studies analysing the 
internal stimuli, e.g. CEO change, can illuminate the effects of internal force on the 
change of strategic choices during institutional transitions. Therefore, the 
comprehensive picture of the dynamics of group strategies in the transitions can be 
obtained by a further study focusing on the effects of the combination of external and 
internal stimuli. 
 
Secondly, given that the focus of the research was on examining the co-evolution 
of group strategies and the institutional transitions, the resource development in each 
step of group diversification during the institutional change is not discussed. However, 
the resource development of business group may play an important role in further 
understanding of the dynamic interplay between these two models in the institutional 
transitions (Chung, 2006). As a result, future studies can carrying out large-scale 
longitudinal studies to examine the dynamic relationship of resource accumulation 
between the relationship-based and market-based model during the transitions.  
 
A third limitation involved the nature of Taiwan’s development in the political 
system. The first alternation in political power took place in 2000, and thus the 
linkage between the business groups and the state started to get relaxed. Nevertheless, 
the business system and intuitions remain unstable owing to the precarious foundation 
of this political system. In terms of Huntington's “two-turnover test” for democratic 
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consolidation (1991), Taiwan’s political and business system remained immature. 
Under such circumstances, the business group may form a new type of 
politico-business alliances with new power-holders. Consequently, future studies with 
longer observation of the group strategies under new power-holders may more 
literally reveal the role of relationship in the late development of institutional 
transitions.  
 
Last but not least, the generalisation of the findings is inconclusive. This 
limitation can be discussed from two perspectives. The first one is about the 
representativeness of research samples. The study focused on three selected 
Taiwanese business groups during the institutional transitions, and derived the 
conclusion from these cases. However, due to the idiosyncrasy of different contexts in 
other emerging economies, the findings of this study need to seek more evidence in 
different countries. For example, the Asian Crisis of 1997-1998 severely affected the 
institutional environment in some Asian countries, including Korea, Thailand, 
Indonesia, Malaysia, and the Philippines, and thus the evolution of group strategies 
may have different patterns and require further exploration. Secondly, the nature of 
the qualitative research may constrain the generalisation of the findings. Based on 
these results originating from this research, future studies adopting a quantitative 
approach may test the generalisation and provide more insights about the strategic 
choice of business groups in institutional transition.  
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Appendices 
 
Table A.1  
The details of Far Eastern Group developments in each period 
Period Year Company Name Mark Industry Note 
1954 Far Eastern Textile Ltd * Textile Initial business  1950 
| 
1959 1957 Asia Cement Co. Ltd * Cement Establish another core business 
1963 Asia Cement (Singapore) Pte Ltd ★ Cement 
Responding 
export-led polices 
1964 Malaysia Garment Manufacturer Pte Ltd ★ Textile 
Responding 
export-led polices 
1967 Far Eastern Department Stores Ltd  z Dept stores Vertical integration into channels 
1968 U-Ming Marine Transport Corp. ● Transport 
Transporting Cement 
materials and 
products 
1968 Nan hua Cement  Co. Ltd  ● Cement  Scale expansion 
1968 Oriented Institute of Technology 
◆ Education Developing Talents 
1970 Yu Chang  Vocational School ◆ Education Developing Talents 
1972 Ya Tung  Department Store ● Dept stores 
Related 
diversification 
1960 
| 
1973 
1973 U-Ming Advertising Agency Co. Ltd ◆ Advertising 
Promoting group 
image 
1975 Fu Kwok Knitting & Garment Co. Ltd 
● Garment  Vertical integration 
1975 Oriental Union Chemical Corp. 
● Petrochemical 
Vertical integration 
into raw materials 
for textile 
1976 Far Eastern Apparel   Co., Ltd. 
● Retailing Expansion of channels 
1977 Far Eastern Construction Co. Ltd ● Construction 
Ensuring  
cement sales 
1974 
| 
1979 
1978 Ya Tung Ready Mixed Concrete Co. Ltd ● Cement  Scale expansion  
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Table A.1 (Continued) 
Period Year Company Name Mark Industry Note 
1978 Far Eastern International Garment Inc. 
★ Textile Internationalisation 1974 
| 
1979 
(Conti.) 1979 Ta Chu Fiber Co, Ltd ● 
Synthetic fibers
manufacturing 
Producing various 
raw materials 
1980 Oriental Securities  Co. Ltd ◆ Securities 
Unrelated 
diversification  
1980  Fu Ming Transportation Co. Ltd ● Transportation 
Transporting Cement 
products 
1981 Far Eastern  Memorial Hospital ◆ Hospital Social responsibility
1981 Arcoa Communication Co. Ltd ◆ 
Communication 
apparatus 
Unrelated 
diversification 
1982 Far Eastern General Contractor Inc. ● Construction Scale expansion 
1982 Asia Engineering Enterprise Corp. ● Construction Scale expansion 
1983 Ding Ding Hotel Ltd ◆ Hotel 
Cooperate with 
government to 
develop tourism 
1984 Yuan Ding Construction Co. Ltd  ● Construction Scale expansion 
1980 
| 
1986 
1985 Far Eastern International Leasing ◆ Leasing 
Unrelated 
diversification 
1987 Invista Far Eastern Petrochemicals Co, Ltd ● Petrochemicals 
Ensuring sources of 
textile materials  
1987  FE Department Store in Hsinchu in Taiwan ● Dept stores Scale expansion 
1987 Yuan Ze University  ◆ Education Cultivating talents 
1987 Air Liquid Far Eastern Co. Ltd ● Petrochemicals  
Related 
Diversification 
1987 Pacific SOGO Department Store Co. Ltd. ● Dept stores Scale expansion 
1988 Everest Textile  Co., Ltd. ● Textile Scale expansion 
1987 
| 
1999 
1989 Fu Da Transport  Co. Ltd  ● Transportation 
Transporting 
cement-related 
products 
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Table A.1 (Continued) 
Period Year Company Name Mark Industry Note 
1992 Far Eastern International bank ◆ Banking 
Unrelated 
Diversification 
(Deregulation) 
1990 
Ya Li Precast & 
Pre-stressed Concrete 
Industries Corp.  
● Cement Scale expansion 
1993 Shanghai Pacific Dept .Store Co. Ltd. ★ Retail Internationalisation 
1994 U-Ming Marine Transport (Singapore) Pte, Ltd ★ Transportation  Internationalisation 
1994 Alberta & Orient Glycol Ltd ★ Petrochemicals Internationalisation 
1995 Dah Chung Bills Finance Corp ◆ 
Financial 
services 
Unrelated 
Diversification 
1995 Investa-Far Eastern  Co. Ltd ● Textile Vertical integration 
1995 
Far Eastern Real Estate 
Management  
Co. Ltd 
● Real estate management 
Related 
Diversification 
1996 Far Eastern Textile Industrial (Shanghai) Co. ★ Textile Internationalisation 
1997 
Far Eastone 
Telecommunications  
Co. Ltd 
◆ Telecom 
Unrelated 
Diversification 
(Deregulation) 
1998  Far Eastern Int’l  Leasing Corp ◆ Leasing 
Unrelated 
Diversification 
1987 
| 
1999 
(Conti.) 
1999 
Oriental Securities 
Investment Advisory  
Co. Ltd 
◆ Securities Unrelated Diversification 
2000 New Century Infocomm Tech Co.Ltd ◆ 
Internet 
 & Telecom 
Unrelated 
Diversification 
(Deregulation) 
2000 Ya Shin Ready-mixed Concrete Co. Ltd  ● Cement  
Related 
Diversification 
2000 Jiangxi Yali Transport  Co., Ltd ★ Transportation Internationalisation 
2002 U-Ming Marine  Transport Limited ★ Transportation Internationalisation 
2000 
| 
2005 
2003 Far Eastern Resource Development Co. ● Construction  
Related 
Diversification 
 75
Table A.1 (Continued) 
Period Year Company Name Mark Industry Note 
2003 Yafu Products Co.Ltd ★ Cement Internationalisation 
2004 Far Eastern  City Super Ltd. ● Depart store 
Related 
Diversification 
2004 Far Eastern Electronic Toll Collection Co., Ltd ◆ 
Telecom & 
Communication
Pursue market  
business opportunity
2004 Sichuan Yadong  Cement Co. Ltd ★ Cement Internationalisation 
2000 
| 
2005 
(Conti.) 
2005 Hubh Yadong Cement Co., Ltd ★ Cement Internationalisation 
Source: Business Groups in Taiwan, editions 1978, 1980, 1984, 1987, 1988, 1992, 1996, 2000, 
2002, 2003, 2004, 2005, 2006, and 2007. 
Note: 1. Textile and Cement were the two core businesses of Far Eastern Group when it emerged 
2. The symbol * indicates the core business. The symbol “●” designates those sectors 
related to the original business identified by biographical sources, annual reports and 
business publications. The symbol “◆” designated the industries identified as unrelated to 
the original sectors. The symbol “★”designated the sectors staring internationalisation 
along the original sectors.  
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Table A.2  
The details of Shin Kong Group developments in each period 
Period Year Company Name Mark Industry Note 
1952 Shin Kong Co. Ltd. * Textile  Initial business (Textile trading) 
1954 Shin Kong Spinning  Co. Ltd ● Textile Textile production 
1950 
| 
1959 
1955 Wang Tien Woollen Textile Co Ltd. ● Woollen textile Product line extension 
1962 Shin Shin Food  Industry Co. Ltd ◆ Food 
Unrelated 
Diversification  
1963 Shin Kong  Insurance Co Ltd. * Insurance 
Establish another core 
business 
1963 Shin Kong Life  Insurance Co. Ltd. ● Insurance 
Expanding core 
business 
1964 Beitou Hotel Co. Corp ◆ Hotel Pursue opportunities linked with the state 
1964 The Great Taipei  Gas Corp.  ◆ Gas Supply 
Pursue opportunities 
linked with the state 
1967 Shin Kong Synthetic Fibres Corp. ● 
Synthetic fibres 
manufacturing Vertical Integration  
1968 Tai Li Dyeing Corp. ● Dyeing Vertical Integration 
1972 Shin Kong Recreation ◆ 
Arcade game 
service 
Pursue opportunities 
linked with government
1960 
| 
1973 
1973 Shin Kong Construction & Development Co. Ltd ◆ Construction 
Unrelated 
Diversification 
1975 Taiwan Securities  Co., Ltd ● Securities 
Pursue opportunity 
around insurance 
business 
1976 Chu-Chiang  Construction Co., Ltd ◆ Real estate 
Unrelated 
Diversification  
1978 Taiwan Leasing  Co., Ltd  ◆ Machine leasing 
Unrelated 
Diversification 
1974 
| 
1979 
1979 Shin Kong  Leasing Co., Ltd ◆ Machine leasing
Unrelated 
Diversification 
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Table A.2 (Continued) 
Period Year Company Name Mark Industry Note 
1980 Taiwan Shin Kong Security Co. Ltd ◆ Security service
Pursue business 
opportunity linked 
with social network
1980 Taiwan Security Investment Co. Ltd. ● 
Security 
investment  
Related 
Diversification 
1981 Shin Sheng Co. Ltd ● Retailing Vertical integration 
1980 
| 
1986 
1986 Shin Huo Industry Co. Ltd ● 
Foreign-brand- 
clothing agent Market needs driven
1987 Shih Huei Co. Ltd ● Retailing Vertical integration 
1988 Shin Kong Building Management Co. Ltd ◆ Real estate  
Triggered by rising 
living standards 
1988 
Taiwan Security 
Investment Advisory  
Co. Ltd 
● Security investment  
Related 
diversification 
1989 Shin Kong Mitsukoshi Dept. Store Co. Ltd ● Dept. stores Vertical integration 
1990 
Shin Kong Asset 
Management Option  
Co. Ltd 
◆ Construction investment Investment  
1990 Shin Kong Engineering Co. Ltd ● 
Plastic and 
rubber materials
 Related 
Diversification 
1992 Tai Shin International Bank Co. Ltd ● Banking 
Related 
Diversification 
(Deregulation) 
1992 Shin Kong Wu Ho-Su  Memorial Hospital  ◆ Hospital Social responsibility
1992 Taiwan Securities  (Hong Kong) Co. Ltd ★ Securities Internationalisation 
1994 Taiwan Securities (Hong Kong) Nominee Limited ★ Securities Internationalisation 
1995 Yi Kong Security  Co. Ltd ◆ 
Security 
Services 
Expanding existing 
business in the sector
1995 Tai Shin Real estate management Co. Ltd ◆ 
Real estate 
management Scale expansion 
1987 
| 
1999 
1997 Taiwan Future  Co. Ltd ● Futures 
Related 
Diversification 
 
 78
 
Table A.2 (Continued) 
Period Year Company Name Mark Industry Note 
1997 Tai Shin Leasing & Financing Co. Ltd ● Leasing 
Related 
Diversification 
1997 Shin Kong Securities  Co. Ltd ● Securities 
Related 
Diversification 
1998 Tai Shin  Bill Finance Corp ● Bill Finance 
Related 
Diversification  
1999 Tai Shin  Insurance Agent Co. Ltd. ● Insurance Agent
Related 
Diversification 
1987 
| 
1999 
(Conti.) 
1999 Taiwan Security  Co. Ltd ◆ Security services Scale expansion 
2000 Great Taipei Broadband Co., Ltd ◆ Telecom 
Unrelated 
Diversification 
(Deregulation) 
2001 Pay Easy  Technology Co. Ltd ● 
Internet 
Information 
Supply Service 
Establishing sound 
financial 
environment 
2001 Storagebank  ● Data processing service 
Establishing sound 
financial 
environment 
2002 Shin Kong Financial Holding Co. Ltd ● 
Financial 
Holding  
Integrating Group 
Resources 
2003 Shin Kong Insurance Agent Co. Ltd ● Insurance Agent
Related 
Diversification  
2000 
| 
2005 
2004 Shin Kong Polyester  Film Co. Ltd ● 
Chemical textile 
Material  
Related 
diversification 
Source: Business Groups in Taiwan, editions 1978, 1980, 1984, 1987, 1988, 1992, 1996, 2000, 
2002, 2003, 2004, 2005, 2006, and 2007. 
Note: 1. Textile and Insurance were the two core businesses of Shin Kong Group when it emerged 
2. The symbol * indicates the core business. The symbol “●” designates those sectors 
related to the original business identified by biographical sources, annual reports and 
business publications. The symbol “◆” designated the industries identified as unrelated 
to the original sectors. The symbol “★”designated the sectors staring internationalisation 
along the original sectors. 
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Table A.3  
The details of Tainan Spinning Group developments in each period 
Period Year Company Name Mark Industry Note 
1955 Tainan Spinning Co. * Textile Initial Industry  1950 
| 
1959 1959 Universal Cement Corp. * Cement Establish another core business 
1960 Ta Cheng Construction Engineering Corp ● Construction 
Vertical integration into 
downstream of cement 
business 
1963 Tung Feng Enterprise Co., Ltd. ● Real Estate 
Vertical integration into 
downstream of cement 
business 
1966 Shin Ho Sing Ocean Enterprise Co., Ltd ◆ Pelagic fishing 
Pursue business 
opportunity associated 
with the state 
1967 Kaohsiung Wharf Truck Co., Ltd ◆ Freight transport
Unrelated 
Diversification 
1967 President Corp ◆ Wheat powder manufacturing 
Pursue business 
opportunity associated 
with the state 
1967 International Textile  Co, Ltd ● Textile Scale expansion 
1968 San Shing Spinning  Co, Ltd ● 
Synthetic fibre 
manufacturing 
Producing different 
materials for textile  
1960 
| 
1973 
1973 Prince Housing & Development Corp ● Real Estate Scale expansion 
1975 Universal Premixing Concrete Co., Ltd ● Cement Product extension 
1977 Prince Housing & Development Co., Ltd ● Real estate Scale expansion 
1977 Giant Mining Co., Ltd ◆ Mining Reducing overall risk 
1974 
| 
1979 
1979 Nan Fan Co., Ltd ● Real Estate Scale expansion 
1980 Nantex Industry Co. ◆ Petrochemical Unrelated Diversification  
1981 Kaohsiung Premixing Concrete Co., Ltd ● Cement Scale expansion 
1980 
| 
1986 
1982 Chia-I Premixing Concrete Co., Ltd ● Cement Scale expansion 
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Table A.3 (Continued) 
Period Year Company Name Mark Industry Note 
1991 Huan Chung Cement Internatio ★ Cement Internationalisation 
1991 Universal Corp.(Singapore) ★ Cement Internationalisation 
1991 Grandbank  Commercial Bank ◆ Banking 
Unrelated 
Diversification 
(Deregulation) 
1992 Prince Real Estate Appraisal Co., Corp ● Real Estate  Vertical integration 
1992 Prince Real Estate Agent Co., Corp  ● Real Estate Vertical integration 
1995 Ningbo Universal Mixed Concrete Co., Corp ★ Cement Internationalisation 
1996 Tainan Spinning  Co., Ltd (Vietnam) ★ Textile Internationalisation 
1996 Prince Leisure Industry Co. Ltd ● Clothing Vertical integration 
1996 Biosun Technology  Co., Ltd.  ◆ Biomedicine 
Future bright 
prospects driven 
1997 Prince Investment Co. ● Real estate  Vertical integration 
1987 
| 
1999 
1999 Prince Biotechnology Co., Ltd ◆ Biomedicine 
Future bright 
prospects driven 
2000 Ningbo Universal Cement Corp.  ● Cement  Internationalisation
2002 NAMTEX CO., LTD. ● Dyeing Vertical integration 
2002 Ningbo Universal Building Material Co Ltd. ● Cement Internationalisation 
2000 
| 
2005 
2003 Huizhou Universal Cement Corp ★ Cement Internationalisation 
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Table A.3 (Continued) 
Period Year Company Name Mark Industry Note 
2000 
| 
2005 
(Conti.) 
2004 
Ningbo Universal 
Premixed Concrete 
 Co Ltd. 
★ Cement Internationalisation 
Source: Business Groups in Taiwan, editions 1978, 1980, 1984, 1987, 1988, 1992, 1996, 2000, 
2002, 2003, 2004, 2005, 2006, and 2007. 
Note: 1. Textile and Cement were the two core businesses of Tainan Spinning Group when it 
emerged 
2. The symbol * indicates the core business. The symbol “●” designates those sectors 
related to the original business identified by biographical sources, annual reports and 
business publications. The symbol “◆” designated the industries identified as unrelated 
to the original sectors. The symbol “★”designated the sectors staring internationalisation 
along the original sectors. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
